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REIMBURSEMENT METHODOLOGY FOR ESTABLISHING 
REIMBURSEMENT RATES FOR DURABLE MEDICAL EQUIPMENT, 
ORTHOTIC AND PROSTHETIC APPLIANCES, AND LABORATORY 
SERVICES 

1. 	The methodology utilized by the State Agency in establishing 
reimbursement rates for durable medical equipment as described in State 
Plan Attachment 3.1-A, paragraph 2a, entitled “Hospital Outpatient 
Department Services and Organized Outpatient Clinic Services”, and 
paragraph 7c.2, entitled “Home Health Services Durable medical 
equipment”, will be as follows: 

(a) Reimbursement for the rental or purchase of durable medical 
equipment with a specified maximum allowable rate established 
by Medicare, except wheelchairs, wheelchair accessories, and 
wheelchair replacement parts, shall be the lesser of the 
following: 

(1) 	The amount billed in accordance with california Code of 
Regulations, Title 22, section 5 1008.1,entitled “Upper 
Billing Limit,” that states that bills submitted shall not 
exceed an amount that is the lesser of the usual charges 
made to the general public, or the net purchase price of the 
item (as documented in the provider’s books and records), 
plus no more than a 100 percent mark-up. (Refer to 
Reimbursement Methodology Table at pages 3d and 3e.) 

(2) 	An amount that does not exceed 80 percent of the lowest 
maximum allowance for California established by the 
federal Medicare program for the same orsimilar item or 
service. (Refer to Reimbursement Methodology Table at 
pages 3d and 3e.) 

(b) Reimbursement for the rental or purchase of a wheelchair, 
wheelchair accessories, and wheelchair replacement parts with a 
specified maximum allowable rate established by Medicare shall 
be the lesser of the following: 

(1) The amount billed in accordance with California Code of 
Regulations,Title 22, Section 51008.1 entitled “Upper 
Billing Limit”, that states that bills submitted shall not 
exceed anamount that is the lesser of the usual charges 
made to the general public, or thenet purchase price ofthe 
item (as documentedin theprovider’s books and records), 
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plus no more than a 100 percent mark-up. (Refer to 
Reimbursement MethodologyTable at pages 3d and 3e.) 

(2) 	An amount thatdoes not exceed 100percent of the lowest 
maximum allowance for California established by the 
federal Medicare program forthe same or similar service. 
(Refer to Reimbursement MethodologyTable at pages 3d 
and 3e.) 

Reimbursement forthe rental or purchase of all durablemedical 
equipment billed to the Medi-Cal program utilizing HCPCS 
codes with no specifiedmaximum allowable rate (either non­
covered by Medicare or Medicare did not establisha 
reimbursement rate),except wheelchairs, wheelchairaccessories, 
and wheelchair replacementparts, shall be the least of the 
following: 

(1) 	The amount billedin accordance withCalifornia Code of 
Regulations, Title 22, section 5 1008.1 entitled “Upper 
Billing Limit”, that states that bills submitted shall not 
exceed an amount thatis the lesser of the usual charges 
made to the generalpublic, or the net purchase price of the 
item, (as documented in the provider’s books andrecords) 
plus no more than 100 percent mark-up. (Refer to 
Reimbursement MethodologyTable at page 3d.) 

(2) 	The actual acquisitioncost plus a markup to beestablished 
by the State Agency based on rate studies and periodic 
review to providea reasonable reimbursementand 
maintain adequate access to care. (Refer to 
Reimbursement MethodologyTable at pages 3d and 3e.) 

(3) 	80 percent ofthe manufacturer’s suggested retailpurchase 
price. (Refer to Reimbursement Methodology Tableat 
pages 3d and 3e.) 

Reimbursement for the rental or purchase of wheelchairs, . 

wheelchair accessories, and wheelchair replacementparts billed 
to the Medi-Cal programutilizing codes with no specified 
maximum allowablerate (either non-covered by Medicare or 
Medicare did not establisha reimbursement rate) shall be the 
least of the following: 
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(1) 	The amount billed in accordance with California Code of 
Regulations, Title 22, section 51008.1 entitled “Upper 
Billing Limit”, that states that bills submitted shall not 
exceed an amount thatis the lesser of the usual charges 
made to the generalpublic, or the net purchase price of the 
item, (as documented in the provider’s books and records) 
plus no more than 100 percent mark-up. (:Refer to 
Reimbursement Methodology Table at pages 3d and 3e.) 

(2) The actual acquisition cost plus a markup LObe established 
by the State Agency based on rate studies ;mdperiodic 
review to assure adequate reimbursement and access to 
care. (Refer to Reimbursement Methodology Table at 
page 3d and 3e.) 

(3) The manufacturer’s suggested retail purchase price reduced 
by a percentage discount not to exceed 20 percent. (Refer 
to Reimbursement Methodology Table at pages 3d and 3e.) 

(e) Reimbursement forthe purchase of all durable medical 
equipment supplies and accessories without a specified 
maximum allowable rate (either non-covered by Medicare or 
Medicare did not establish a reimbursement rate), and which are 
not described in subparagraphs (a) - (d) above, shall be the lesser 
of the following: 

(1) 	The amount billed in accordance with California Code of 
Regulations, Title 22, Section 5 1008.1 entitled “Upper 
Billing Limit”, that states that bills submitted shall not 
exceed an amountthat is the lesser of the usual charges 
made to the general public, or the net purchase price of the 
item (asdocumented in the provider’s books and records) 
plus no more than 100 percent mark-up. (Refer to 
Reimbursement Methodology Table at pages 3d and 3e.) 

(2) 	The acquisition cost for the item, plus a 23 percent 
markup. (Refer to Reimbursement Methodology Table at 
pages 3d and 3e.) 

2. 	 Reimbursement rates for orthotic and prosthetic appliances as described 
in State Plan Attachment 3.1-A, paragraph 12c, entitled “Prosthetic and 
Orthotic Appliances,” shall not exceed 80 percent of the lowest 
maximum allowance for California established by the federal Medicare 
program for the same or similar item. (Refer to Reimbursement 
Methodology Table at pages 3d and 3e.) 
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3. 	 Reimbursement rates for clinical laboratory or laboratory services as 
described in State Plan Attachment 3.1-A,paragraph 3, entitled 
“Laboratory, Radiological, and Radioisotope Services,’” shallnot exceed 
80 percent of the lowest maximum allowance forCalifornia established 
by the federal Medicare program forthe same or similar service. (Refer 
to Reimbursement Methodology Table at pages 3d and 3e.) 
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Reimbursement MethodologyTable 

Effective Date 

August 28,2003 

October 1,2003 

October 1, 2003 

November 1,2003 

November 1,2003 

I 

January 1,2004 

TN NO.03-039 
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Percentage 

No more than I00 
percent markup 

Does not exceed 
80% of the lowest 
maximum 
allowance for 
California 
established by the 
federal Medicare 
program for the 
same or similar 
item or service 
Does not exceed 
100% of the 
lowest maximum 
allowance for 
California 
established by the 
federal Medicare 
program for the 
same or similar 
item or service 
The acquisition 
cost plus a67% 
narkup 
The 
manufacturer’s 
suggested retail 
purchase price 
-educed by a 20% 
discount 
The acquisition 
:ost plus a67% 
narkup 

AUG 3 1 2004 

Authority 

California Codeof 
Regulations, title 22, section 
51008.’1 

California Welfare and 
Institutions Code section 
14105.48 

California Welfare and 
Institutions Code section 
14105.4-8 

Rate Study 

California Welfare and 
institutions Code section 
14105.4.8 

Rate Study 

OCT 0 1 2003 
Effective Date 
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Reimbursement Methodology Table 
~~ 

Effective Date Percentage Authority 
January 1,2004 The California Welfare and 

manufacturer's Institutions Code section 
suggested retail 14105.48 
purchase price 
reduced by a 
percentage 
discount notto 
exceed 20% 

~~ 

October 1, 2003 The acquisition California Welfare and 
cost plus a 23% Institutions Code section 
markup 14105.413 

October 1,2003 May not exceed California Welfare and 
80% of the lowest Institutions Code section 
maximum 14105.2'1 
allowance for 
California 
established by the 
federal Medicare 
program for the 
same or similar 
services 

October 1,2003 May not exceed California Welfare and 
80% of the lowest Institutions Code section 
maximum 14105.22 
allowance 
established by the 
federal Medicare 
program for the 
same or similar 
services 
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